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ACTION EA- 14 

INFO OCT-01 ISO-OO SPC-03 AID-20 EB-11 NSC- 10 RSC-01 

CIEP-02 TRSE-00 SS-20 STR-08 OMB-01 CEA-02 CIAE-00 

COME-OO FRB-02 INR-10 NSAE-00 XMB-07 OPIC-12 LAB-06 

SIL-01 PA-04 PRS-01 USIA-15 H-03 L-03 DRC-01 /158W 

031112 

R 070904Z IAN 74 
FM AMEMBASSY TAIPEI 
TO SECSTATE WASHDC 577 
INFO AMCONSUL HONG KONG 
AMEMBASSY MANILA 

LIMITED OFFICIAL USE SECTION 2 OF 2 TAIPEI 0120 

7. WANG SHAO-YU APPEARED TO AGREE THAT IT WOULD BE MOST 
DIFFICULT FOR US FIRMS IN TAIWAN TO SUBMIT DETAILED 

US TAX RETURNS IN ORDER TO OBTAIN REBATE OF PART OF LOCAL 
WITHHOLDING TAX. THE PROBLEM IS TO DISCOVER A METHOD 
WHICH WILL ENABLE HIM TO IMPLEMENT THE AMENDMENTS TO 
ARTICLE 17 OF THE STATUTE WHILE NOT CREATING DIFFICULTIES 
FOR US FIRMS. HE SUGGESTED A) MINISTRY OF FINANCE WOULD 
HIRE ANY COMPETENT US ACCOUNTING FIRM RECOMMENDED BY 
THE CHAMBER TO ADVISE THE MINISTRY ON US TAX LAWS AND 
REGULATIONS; AND (PERHAPS THAT FIRM WOULD BE ABLE TO COME UP 
WITH A SOLUTION TO THE WITHHOLDING TAX PROBLEM) B) UNTIL 
A SOLUTION WAS ARRIVED AT, HE WAS PREPARED TO 
RECOMMEND TO K.T. LI, MINISTER OF FINANCE, THAT US FIRMS 
SHOULD CONTINUE PAYING WITHHOLDING TAX AT THE OLD RATE 
OF 15 PERCENT. 

8. WANG SHAO-YU ALSO SUGGESTED, IN REMARK DIRECTED TO 
EMBOFFS, THAT IN VIEW OF CHANGES IN ROC TAX STRUCTURE AND 
PROBLEMS PRESENTED BY SUCH CHANGES IT MIGHT BE WISE TO 
REACTIVATE NEGOTIATION OF US ROC TAX TREATY. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 

PAGE 02 TAIPEI 00001 02 OF 02 071018Z 

OM AT LUNCHEON JANUARY 7 WANG SHAO-YU COMMENTED TO 
ECONCOUNS THAT HE HAD RECEIVED ' BAD ADVICE" FROM 
HIS STAFF. HE HAD BEEN ASSURED THAT AMENDMENTS TO 
ARTICLE 17 WOULD CREATE NO PROBLEMS FOR US FIRMS BECAUSE 
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OF TAX REBATE PROVISIONS. HE NOW REALIZES THAT PROBLEM 
IS VERY COMPLICATEDAND CONSIDERABLE EFFORT WILL BE 
REQUIRED TO UNDO THE DAMAGE THAT HAS BEEN DONE. HE URGED 
ECONCOUNS TO REQUEST US FIRMS TO BE PATIENT. HE HAD 
DISCUSSED MATTER WITH MINISTER LI, WHO AGREED TO RECOMMEND 
PROPOSAL TO RETAIN 15 PERCENT WITHHOLDING RATE UNTIL 
PERMANENT SOLUTION CAN BE FOUND TO EXECUTIVE YUAN 
JANUARY 10. WANG INDICATED THAT HE IS VERY HOPEFUL LI'S 
RECOMMENDATION WILL BE APPROVED. 

10. ACTION REQUESTED: EMBASSY WOULD APPRECIATE INFORMA 
TION ON STATUS TAX TREATY NEGOTIATIONS. WILSON KING STATES 
THAT HE VISITED WASHINGTON IN AUGUST 1972 TO DISCUSS MATTER 
BUT HE KNOWS OF NO FURTHER DISCUSSIONS SINCE THEN. EMBASSY 
FILES ALSO CONTAIN NO INFORMATION SUBSEQUENT TO KING 
VISIT. 

MCCONAUGHY 
LIMITED OFFICIAL USE 
« END OF DOCUMENT » 
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